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B/R 1 October 1952
D/ it
IP-322, Estimate of US aid required by Albania for one year in the

event of a Sovict withdrawal.

Conclusion: Range: ©12,000,000 to $#16,000,000
Best Tstinate: #15,000,000

I. Estizate of Current Soviet 4id to Albanis.

It ig foirly clear th.t, in the event of a neverance of Alnla froa the
Soviet Mloc, a responsibllity for subaidizing the country would devolve unen
the west, preswaably unon the United States. Albaniasts entire history as an
independent netion has been chiracterized by the most extrese noverty in
Europe and by substanticl deficits in its balance of paymenmts. Prior to World
har 11, it received graate frow Italy and since World War II, it has depended
uoon the ¢countries of tie Soviet Bloc f{or subsidies of consunstion, for nili-
tary ald and for investment, The Albanian governmeni has claimed that 36.9
percent of its 1949 budset of 6,550,000,000 leks rerresented crediis Ifroa
other Bloc countries.l/ 1In 1950 CFMA granted Albaniz a long term credit of
L0o aillion rubles, of vhich we estimate that more than three-fourths was ear-
narked for investaent, mrobubly including investnent in ailitery fuc r.Luuw.Z/
Current Bloc aild to nlb nis is variously estimcted zs high as 25 percent of
tae budret of some 10 biliion leks., Such estimsies sre not particularly help-
ful on two grounds, First, the artificial value of the lek nskes it hl 105
imwcssible to convert thenm into nmeaningful dollar equivalents. Second, the
current volume of Albanian imports simoly does not justify an assum*:ticﬂ of
50 high a nercentage of Forelgn aid.

The neminal velue of the lek hos been 50 to the dollar, but recenily, in
ordc*r' to establish a consistent cross rate with the ruble, which is valued at
9 lek, the Tirana central bank hus offered only 37 lek to the dolliar., ‘his
action certainly dces nut reflect an apprecistion of the lek rel:ztive to the

dollar, since even at the S50:1 rate the lek was generally considered over-
vaiued by some 600 percent. CIR believes thot the lek-doller ratioc is mean-

ingful only for exnort end Import transactions, for wilch the governuent anvears

to acecount by mnltifz-lyi:fw world narket prices exvressed in dellars by 37. If
this ratlc is seaninginl, one ectiwte of curvent iloc aid t¢ Albania nay b
nade from the 1062 budf?et cn the basis of the expected imrort surplus. Iacrts
for 1952 are expected t¢ zmount to 15 percent of the budget, or $40,500,000,

4 exports to asount about 60 percent of the a, or 224,300,000, 3/
e Saport Ssumnlas ls $6°B56 000, om et © zmorts, or 320,300,000, 2

a. In orts.
tn the basis of ORR estizates of Albanien exvoris and imvorts, this
Tipure should represeni a .aximun estirete. ORH estiaates the regular rete of
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7rain importy at 18,000 metric tons, valued affﬁl,ﬂﬁﬂ,OOO. Since 1952, is
resorted to be & poor year for Albanian agriculture, iwcrtgluay ancunt to as
much as 30,000 tons, valued at #3,000,000. é/ The other principal imcort for
consunption, refined petrcleun procucts, is estimsted at 35,000 zetric tons
and value of 1,490,000, 5/ The megnitude of other imports has uever been
specifically estinated,

b Exnaqﬁg.

The principal Albanian exports are clwonite, low grade crude oil,
and bituien, Chromite exports are estimated at 32,000 metric tons of value
of $1,330,000. Crude oil exports are estisated at 300,000 netric tons of
value of $3,750,000. &/ Ex orts of bitusen, wines, cheescs, non-ferrcue ores,
and cother known Albanizn products have not been estlasted. There is an impli-
cation that the lek is hizhly overvalued even in international conmutationa.
In this circumstsnce, assuming the ratio of imoorts to exporls to be credible,
ithe dollar wagnitude of the lavort surslus is overstzted., At the oléd rete of
50 lek to the dollar, the surplus would amcunt to 212,000,000.

C. Invgg}nent,

Regardless of the exact amcunt of Soviet aid to Albania, it is
apparent that it is devoted vrineipally to imvestment and allitery assistance,
We know relatively little of the exact neture of Albanizn investment. The
governnent has never made public the allocastion of investaont &aaong various
projects and it 1s not likely to do so. It is generally known thet the too
pricrity projects of the 1946-19F1 nlan period were the Durres-Tirans and
Purres-Elbasan railroads, both of which are completed, the Stalin textile plant
at Klbasan, which is completed, and the Lenin hydrosower stalion =t Tirana,
which is belicved to be still under constructicn. It is known thet inorbent
investment 1s takineg ploce in the textile industry, transsortation, agriculture,
and the extractive industries. 7/

de Armanﬁgg.

the slbanian araed forces are currently estinated to be an aryy of
L5,000 men and an internsl security force of 15,000 men. 2/ It is unlikely
that armed forces of this size, some .5 oercent of the vopulution, »lus an
investment nrogram stated to ecual 39.5 percent of the 1952 budget, g/ aould
be supported on a voluae of aid less than 212,000,000 DET FOET,

II. Estimele of US 4id to ilbania.

The principal nroblen for the United States relative to «id to Albania in
the event of 1ts separation from the Bloe will = decision uron the extent io
which it is willing to continue the investaent rogram and maintain the nilie
tary establishment. On the basis of the estinated values of current irmorts,
Albanian deficitls in focdstuifs, textiles, petroleua products, and aiscellaneous
consuners' goods, if any, could he financed on an erpenditure probably less than
$3,000,000. The United States nizht wish to provide hirher standerd of 1ivin~
then the USSHE has vroviced, however,
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&. Investnent.

It iec doubtful that the United States would consider any larze part
of Albania's current iavestment program expendable, Chrouite, covper ore, and
crude oil are -mteriale of importance to the Western Nefense effort, and the
United States would almost certainly wish to particlnate in improving thelr
extraction. Similerly, further elsctrification 1s highly desirable. Albania
is reported to have only soven locomotlves, inmfficient to utilize its rail-
ways effectively. 10/

b. Arnament.

It is unlikely thet the Albanian governaent would be willinz to reduce
the size of its army or its internsl securily forCr. The <langer of fovieb
aggression against the non-Sovliet Balkan countries is immediste enough teo
preclude disarnament. In addition, both Yugoslavia and Greece have clalns
azainst Albsnien territory and the Albanian sovernient would orobsbly be
reluctant to depend unon United States! pressure to meintain its present:
boundories.

¢, Estimate of U8 Aid.

For one year after a Soviet withdrawsl, our estliate 1s thet United
States 2id to Albania, would be of about the seme negnitude ~o presenht Scviet
aid, an smount b@tween 12,000,000 and $16,000;000. “Our best estimate is
«%}.)’ Oﬂﬂ,m@

IITI. Long-Run Prospect.

In the long run, it is almost certein thet the country would be better
off ms & member of the West, Its volune of private remittances froa the United
States would probebly rise, and it aight receive credits froan Tugoslavia and
Italy. Its orincipal exports would find an Imnediete arket in the Western
Defense program, and it would probebly receive revenues from Western naval and
zir bases which aight be established in the country.

Prior to World war 11, Albuenia's trade wen wrincinally carried on with
the West. It exworted wine, dairy products, bitunen, snd crude oil to Italy
and other countries of Western furcne. Itslian refineriecs were svecially
equ.pped to process the highesulohur-content Albeanian crude oil, Albania
received a substantizl revenue from tourists, most of vhon were Italiens, Ale
bania, left to its own devices, would probably return to the close econonde
relations with Italy vhich were disrupled by Wworld War II. The widening of
markets avallable to Albanis would doubtless reduce its need for aid over the
periocd of sever:l years, but the uncertainties i the nelitical situetion in
Fastern GTurope make vrediction difficult over any lonr pericd,
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